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DEPARTMENT OF STATE REVENUE 
 

LETTER OF FINDINGS NUMBER: 00-0096 
 

GROSS INCOME TAX 
FOR TAX PERIODS: 1992-1996 

 
NOTICE: Under IC 4-22-7-7, this document is required to be published in the  
  Indiana Register and is effective on its date of publication.  It shall 
  remain in effect until the date it is superseded or deleted by the  
  publication of a new document in the Indiana Register.  The publi- 
  cation of this document will provide the general public with infor- 
  mation about the Department’s official position concerning a spe- 
  cific issue. 
   
 

Issue 
 
Tax Administration:  Penalty 
 

Authority:  IC 6-8.1-10-2.1, 45 IAC 15-11-1,2. 
 
Taxpayer protests the imposition of penalty. 
 

Statement of Facts 
 

The taxpayer is a partially exempt organization. As a Chamber of Commerce 
organization consisting of a league of business owners,  no salaries have ever been 
paid.  According to the taxpayer, every dollar collected goes back to the community.   
More facts will be provided as necessary. 
 
 
 Tax Administration:  Penalty 
 

Discussion 
 
The taxpayer protests the Department's imposition of the ten percent (10%) penalty 
assessment.  Indiana Code section 6-8.1-10-2.1 requires a ten percent (10%) penalty to 
be imposed if the tax deficiency is due to the negligence of the taxpayer.  Department 
regulation 45 IAC 15-11-2 provides guidance in determining if the taxpayer was 
negligent in nature. 
 
Departmental regulation 45 IAC 15-11-1(b) defines negligence as "the failure to use 
such reasonable care, caution, or diligence as would be expected of an ordinary 
reasonable taxpayer."  Negligence is also to be determined on a case-by-case basis 
according to the facts and circumstances of each taxpayer. 
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Subsection (d) of IC 6-8.1-10-2.1 allows the penalty to be waived upon a showing that 
the failure to pay the deficiency was due to reasonable cause.  Departmental regulation 
45 IAC 15-11-2(c) requires that in order to establish reasonable cause, the taxpayer 
must show that it "exercised ordinary business care and prudence in carrying out or 
failing to carry out a duty giving rise to the penalty imposed. . . . ". 
 
The taxpayer is a partially exempt organization which is managed by a board of 
volunteers.  After attending three meetings, the current president was elected president 
of the board.  Shortly thereafter, the president realized that the Chamber of Commerce 
needed to file tax returns for the years 1992-1996. The president immediately arranged 
to have the returns prepared and filed and set up systems to assure that returns are 
properly filed in the future. The taxpayer had a small tax liability after the returns were 
prepared.  The president has also agreed to have the corporation remit the taxes owed 
and interest.  The president “exercised ordinary business care and prudence” in dealing 
with the situation in a timely fashion and arranging a system for proper future 
compliance. 
 
In this case, the Department finds that it is appropriate to waive the ten percent (10%) 
penalty.   
 
 Finding 
 
The taxpayer's protest is sustained. 
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